STATE AUDITOR’S OFFICE

DEPARTMENT DIVISION PROGRAM CONTACTS

The department, division, program director and chief financial officer for the department, division, program and their contact information are:

State Auditor John Morrison 444-2040 jmorrison@mt.gov
Deputy State Auditor Gordon Higgins 444-5223 chiggins@mt.gov
Deputy Insurance Commissioner Carol Roy 444-3917 croy(@mt.gov
Deputy Securities Commissioner Lynne Egan 444-4388 legan@mt.gov
Central Management Administrator John Huth 444-5438 johuth@mt.gov

WHAT THE DEPARTMENT DOES

The Office of the State Auditor is authorized under Article VI of the Montana Constitution. The State Auditor is the ex-officio Commissioner of
Insurance and Securities and is responsible for licensing and regulating insurance companies and agents, and registering and regulating securities dealers
in the state. The auditor also adopts rules and administers the insurance and securities industries operating in the state. The auditor also serves as
member of the Board of Land Commissioners and the Crop Hail Insurance Board.

The statutory duties of the State Auditor are administered from three divisions: Central Management, Insurance, and Securities. The auditor is also a
conduit for two pass through programs: the Forest Reserve Shared Revenue, and the Fire and Police Retirement Program.

Statutory Authority For Department, Division, Program

The Montana State Auditor is the Commissioner of Insurance and Securities pursuant to Montana Code Annotated 2-15-1901, 2-15-1902, 2-15-1903, 30-
10-107 and 33-1-311.

HOW SERVICES ARE PROVIDED

The State Auditor’s Office regulates the insurance and security industries in Montana through the Insurance and Securities Divisions. The Central
Management Division provides the administrative support for the Department. The manners in which these services are provided are in detail with each
Division’s narrative.
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Spending and Funding Information

The following figures show funding and expenditure information for FY 2006 for all sources of funding of the State Auditor’s Office. This funding also
includes the two pass through programs: the Forest Reserve Shared Revenue, and the Fire and Police Retirement Program.

Because the figures include all sources of funding there are no direct relationships between these figures and appropriation levels presented in the Budget
Analysis for the 2007 Biennium.

FY 2006 Fundin
E FY 2006 First Level Expenditures

NB State Special General Fund Grants, $573,215

$78,759
$2,130,962 Benefits & Claims,
$472,478
Transfers,
$2,234,000
Federal Special
$12,799,829

State Special
$9,379,962

Local Assistance,
$14,930,791

J Personal Services,
Operatiﬁ%aﬁ%}x%?s%s,
$2,757,757

The above information does not include administrative appropriations. The department does not have any administrative appropriations. Departmental
indirect charges are not included as expenditures or revenues in the above tables.

The following figures show funding and expenditures from FY 2001 through FY 2006, for HB 2 funding. The funding and expenditures also includes
the two pass through programs: the Forest Reserve Shared Revenue, and the Fire and Police Retirement Program.
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2001 2002 2003 2004 2005 2006 10.00
[ Proprietary 0.00 0.00 0.00 0.00 0.00 0.00 5,00
B Federal Special | 7.19 1347 | 12.48 | 1243 | 1243 | 12.80
. 0.00
[ State Special 5.47 5.51 5.49 6.56 6.79 9.38 2001 | 2002 | 2003 | 2004 | 2005 | 2006
E General Fund 13.26 14.55 14.89 15.62 16.71 2.13 @ Debt Service 0.00 0.00 0.00 0.00 0.00 0.00
O Transfers 2.45 2.18 2.04 2.11 2.11 2.23
M Benefits & Claims 0.00 0.00 0.00 0.00 0.00 0.47
E Grants 0.00 0.00 0.00 0.57 0.66 0.57
E Local Assistance 20.08 27.69 27.05 28.05 29.15 14.93
H Capital Outlay 000 | 0.00 | 000 | 000 | 0.00 | 0.00
B Equipment 0.01 0.00 0.00 0.00 0.00 0.00
B Operating Expenses | 0.76 0.94 0.84 0.77 0.82 2.68
B Personal Services 2.62 2.72 2.95 3.10 3.20 3.42

The change in revenues and expenditures between FY 06 and FY 08 resulted from present law adjustments, the implementation of the Insure Montana
Program, and an accounting error with the Fire and Police Retirement Funds. The budget for Insure Montana has increased from almost $3 million in
fiscal 06 to over $10 million in fiscal 08. The accounting error resulted in 06 Fire and Police expenditures being under reported by $15.7 million.
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2007 BIENNIUM NEW PROGRAM IMPLEMENTATION AND PROGRAM EXPANSION

Program Expansion

The Central Management Division and Securities Division did not implement or expand any programs in the 2007 biennium. Present law adjustments
and the state pay plan were the only adjustments to these Divisions budgets. State special revenue funding to cover a 2 percent per year increase in
rented space at the old Shodair Children’s Home and Hospital building as per the agency’s contract was the present law adjustment for this division.

The Insurance Division implemented or expanded several programs with state funding in the 2007 biennium. The Insure Montana Program was
implemented in May 2005 with the addition of 3.00 new FTE. The Insure Montana Program was enabled by the Small Business Health Care
Affordability Act (H.B. 667) requested jointly by State Auditor John Morrison and Governor Brian Schweitzer in the 2005 legislative session. The
Division also added 2.00 more FTE. A new Market Conduct Examiner was added in the Policyholders Services Bureau and the Rates and Forms Bureau
added a FTE.

The legislature approved appropriations for an additional 5.00 FTE in the 2007 Biennium. The 2007 Biennium
. .. . FTE Hire Dates FTE Date
following figure shows the positions and hire dates for the new FTE.
34100311 1.00 08/08/05
34100312 1.00 12/24/05
34100313 1.00 09/28/05
34100314 1.00 08/17/05
34100315 1.00 12/13/05

CORRECTIVE ACTION PLANS

The Department had 7 legislative audit recommendations and associated corrective action plans in place during the 2007 biennium. There were 5
recommendations with the Central Management Division and 2 recommendations with the Insurance Division. The Division narratives will expand on
these recommendations and the corrective action plans implemented.

2009 BIENNIUM BUDGET
The following figures show the proposed HB 2 budget for the 2009 biennium.
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FY 2006 FY 2008 FY 2009
Debt Service 0 0 0
Transfers 0 0 0
Benefits & Claims 472,478 6,621,012 6,624,200
B Grants 573,215 824,173 925,614
B Local Assistance 14,930,791 33,121,377 34,440,775
[ Capital Outlay 0 0 0
B Equipment 0 0 0
O Operating Expenses 2,659,003 5,296,836 5,286,739
M Personal Services 3,422,314 4,018,247 4,030,667
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Goals and Measurable Objectives

The State Auditor’s Office goal and objective is to provide the Insurance and Securities industries with an efficient and equitable regulatory environment
that provides both sound industry standards and consumer protection. The goals and objectives of each division are provided in more detail in their
narratives.

BUDGET AND POLICY ISSUES

The following budget or policy issues are included in the department budget submission to the Governor’s Office. The Department has requested present
law adjustments related to the rented space at the old Shodair Children’s Home and Hospital building as per the agency’s contract was the present law
adjustment for this division. The Insurance Division has requested an expansion to the Insure Montana Program that includes 1.00 additional FTE. An
additional FTE is also requested to scan archived records for four bureaus within the Insurance Division. A more detailed explanation is included in the
Division narratives.
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